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SUBJECT: PROPOSED JAPANESE EXPORT LOSS RESERVE 
REF: A. TOKYO 14386 B. STATE 238096 

1. ON OCT. 15 EMBOFF REVIEWED WITH MITI OFFICIAL (INOUE, 

DEPUTY DIRECTOR, ECONOMIC COOPERATION DIVISION, WHO RECENTLY 
REPLACED TAKEDA) PRESENT STATUS OF MITI'S PROPOSED PLANT 
EXPORT LOSS RESERVE SYSTEM AND PROSPECTS FOR ITS ULTIMATE 
IMPLEMENTATION. ACCORDING TO INOUE, NEGOTIATIONS ARE STILL 
IN PROGRESS BETWEEN MITI AND MINISTRY OF FINANCE REGARDING 
BUDGETARY AND OTHER LEGAL MEASURES NECESSARY TO ENACT SYSTEM 
BEGINNING WITH NEXT JAPANESE FY, I.E. APRIL 1976. EXCLUSION 
OF BUDGETARY MEASURES FROM JFY 74 SUPPLEMENTAL BUDGET 
(REPORTED REFTEL) WOULD NOT PRECLUDE IMPLEMENTATION IN 
JFY 75, HE STRESSED. HOWEVER, INOUE SAID, MOF'S USUAL NEGATIVE 
ATTITUDE TOWARDS PROPOSALS WITH ADVERSE BUDGETARY 
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GET DEFICIT, AND AS RESULT MITI NOW HAS LITTLE HOPE THAT MOF 
WILL ULTIMATELY APPROVE IMPLEMENTATION OF SYSTEM. ACTUAL 
DECISION, HOWEVER, HAS NOT YET BEEN MADE AND IS NOT EXPECTED 
UNTIL DECEMBER. 

2. IN RESPONSE TO EMBOFF'S QUESTIONS, INOUE SAID NEITHER A) 

RECENT DEPRECIATION OF YEN VIS A VIS THE DOLLAR, AND RESULTANT 
INCREASE IN COMPETITIVENESS OF JAPAN'S EXPORTS, NOR B) RECENT 
PROGRESS IN JAPAN S ECONOMIC COOPERATION WITH IRAQ (I.E. 

JAPAN FIRM'S WINNING MAJOR FF.RTTT .I7.ER PLANT CONTRACT AND INDI- 
CATIONS JAPAN MAY GET EVEN LARGER PETROCHEMICAL COMPLEX CONTRACT 
AS WELL) ELIMINATED, IN MITTS VIEW, NEED FOR LOSS RESERVE 
SYSTEM. SYSTEM IS AIMED PRIMARILY AT EXPEDITING PROJECTS IN 
MID EAST FOR WHICH JAPAN PROMISED ECONOMIC ASSISTANCE, HE SAID, 

AND PROMISES TO COUNTRIES OTHER THAN IRAQ (I.E. IRAN) TOGETHER 
WITH FACT THAT JAPANESE FIRMS' REPUTATIONS ARE NOT WELL ESTAB- 
LISHED IN MIDDLE EAST, MEAN SYSTEM IS STILL NECESSARY. INOUE 
ACKNOWLEDGED OUR CONCERN AND SAID THAT IN MITI VIEW PROPOSED 
SYSTEM FALLS WITHIN GATT GREY AREA RE EXPORT SUBSIDIES AND, 

THUS, IS PERMISSABLE. MITI DOES NOT EXPECT GATT PROBLEMS 
SHOULD SYSTEM BE IMPLEMENTED, WHICH, HE REPEATED, HE DOUBTS 
WILL BE THE CASE. 

HODGSON 
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